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CAPITAL BUDGET RECOMMENDATIONS 


That the 1998 Capital Spending in the amount of $141.779 million, identified in 
Appendix D-1, be approved; 


That the 1998 Net Financing Expenditures in the amount of $54.735 million, 
identified in Appendix D-2, be approved; 


. That the Region be directed to explore all alternative methods of financing (including 
private structured financing options and public/private partnership arrangements) and 
best practices other than traditional debenture financing; 


. That in light of health services restructuring, the remaining proceeds of the Hospital 
Grant debenture, in the amount of $7.5 million (originally earmarked for St. Peter’s 
and Chedoke McMaster hospitals), be utilized to finance the shortfalls in the Macassa 
Lodge COIW project, with any surplus to be credited to the Unallocated Capital Levy 
Reserve; and 


That the Regional share of approximately $5 million for the Dundas Sewage 
Treatment Plant Capacity Expansion, be accommodated in the Environment 
Department Budget for 1999. 


1998 -2007 CAPITAL BUDGET BUSINESS PLAN 


EXECUTIVE SUMMARY: 


Approval of the Capital Budget in 1997 launched the Region in a new strategic direction. 
Previously, much of the capital funding for maintenance, rehabilitation and replacement of 
existing infrastructure was redirected to large capital projects such as the Freeway and Homes for 
the Aged. Redirecting funds in this manner was necessary because the scope of the capital 
program had continued to increase without a commensurate increase in funding; however, it had 
a detrimental impact on the Region’s existing infrastructure. In 1997, this issue was addressed 
by segmenting the capital budget into two spending envelopes, one for existing infrastructure, the 
second for capital expansion projects. 


The following table identifies the amount by which the general levy and water & sewer rates 
have to increase to pay for the proposed increase in capital costs in the 1998-2007 Capital Budget 
(the loss of capital subsidy for HSR Transit and DARTS, creating an additional impact of $5.5 
million, will be dealt with as part of the final downloading impact analysis). The financing 
expenditures are divided into the two spending envelopes for existing infrastructure and capital 
expansion. 


Capital Financing Expenditures ($millions) 


1998 [1999 | 2000 
General Levy: 


Existing Infrastructure 
Capital Expansion 
Subtotal 


Utility: 
Existing Infrastructure 
Capital Expansion 

Subtotal 


Total 
Existing Infrastructure 
Capital Expansion 

Total 


Existing Infrastructure 


Annual incremental increases to the Roads, Water, Storm and Sanitary Sewer Programs for 
maintenance, rehabilitation and replacement, were initiated by Council last year as part of a 
systematic plan to build the funding levels for existing infrastructure to sustainable levels. This 
report supports the continuation of this plan in order to protect the Region’s infrastructure. 


Capital Expansion Projects 


The difficult decisions to be made with respect to the Capital Budget relate to the spending 
envelope for capital expansion projects because project merits must be balanced with the related 
debt implications. Expansion projects require significant capital expenditures - the new capital 
expansion projects commencing in 1998, will require an increase in the operating budgets in the 
amount of $ 3.0 million in 1999, and a further $ 3.4 million in the year 2000. These expenditures 
are detailed on pages 13 & 14 of this report. 


The benefits derived from the individual capital expansion projects are as varied as the 
implications of not proceeding with them. This report itemizes both the costs and the financing 
for each project and provides a related status report for same. It is recommended that approval of 
these projects be given; however, in order to control the level of debt that these projects 
generates, consideration to delaying or eliminating some of the projects may be in order. 


Key Decisions Required: 


Recommendations Options 


Existing Infrastructure | Approve proposed annual 
increases in the Roads, Water, 
Sanitary and Storm Sewer 


programs. 


Change the level of increases. 
Eliminate annual increases. 
Re-prioritize projects. 
Eliminate specific projects: see 
Project Ranking Listing, 
Appendix “C”’. 


Approve proposed expenditures 
for projects commencing in 1998: 


e Defer projects. 
e Re-prioritize projects. 
e Eliminate projects 


Capital Expansion 


Red Hill Creek N/S Section 
Macassa Lodge Final Phase 
Remediate Landfill Sites 
Financial Information System 
Human Resource Info. System 
Downtown Initiatives 


Details of gross expenditures and 
financing costs for capital 
expansion projects listed in Tables 
One & Two (pg. 11-14). 
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Note: The elimination of projects which commence in 1998 will not achieve savings in 1998. It will however, 
impact future financing costs, commencing in 1999. 
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BACKGROUND: 


The business plan developed in 1997 recommended the separation of capital expenditures into 
two envelopes; the first for Existing Infrastructure, the second for Capital Expansion. This 
measure was taken to address the growing gap between the requirements and the funding for 
existing infrastructure resulting from an expanded capital program, reductions in non-regional 
funding and a constant level of Regional funding. In adopting this approach, it was 
acknowledged that deferral of the maintenance issue would result in increasing failures of 
infrastructure that would impact the quality of life of residents. 


A long-term financial plan was established in 1997 in order to protect the Region’s infrastructure 
by systematically building the funding for annual maintenance, rehabilitation and replacement. 


For 1998, the approach to the Capital Budget, reflects the business plan approved in 1997. This 
report provides an update on the plan to rebuild the infrastructure funding. With respect to 
capital expansion, an appendix for each proposed project is provided with project costs and 
financing implications so that the effect of deferrals or the elimination of any capital expansion 
projects is readily apparent. 


Other issues regarding the Dundas Sewage Treatment Plant and servicing for Binbrook are 


identified in this report. Costs associated with these projects are not included in the proposed 
Capital Budget for 1998-2007. 


Initiatives Reflected in the Capital Budget Financing Plans: 


e Net savings of $1 million from delayed spending in 1997; 


e Sinking fund principal reduction of $400,000 for levy programs and $250,000 for utility 
programs; 


e Capitalization policy — $2.2 million of administrative costs no longer capitalized; and 
e Forgiveness of internal debt — annual payments of $2.8 million (principal $20.5 million), this 


reduction was used to reduce tax levy for financing costs by a further $600,000 and to offset 
the impact of changes to the capitalization policy ($2.2 million). 
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EXISTING INFRASTRUCTURE 


The following table identifies the annual financing increases necessary to support the proposed 


level of expenditures for the Region’s existing infrastructure: 


Financing Expenditures for Existing Infrastructure 


Waterworks 
Sanitary Sewers* 


($millions) 


$0.6 
203 


Subtotal: ed | $1.8 $1.5 
Utility 


S17 
Ld 


Program 1998 1999 2000 


General Levy 

Roads $1.7 Sit $1.3 
Storm Sewer* OF 0.5 0.5 
HSR/DARTS (0.1) Oe? 0.1 
Other (incl. Boards & Agencies) (0.2) _0.0 (0.4) 


$1.8 
1.4 


Subtotal: $1.4 $2.8 $3.2 
s35| $46] $47 


*Pay-as-you-go program — no internal debt 


The 1997 Capital Budget Business Plan recognized the existing infrastructure spending envelope 
as the highest priority for the capital budget. There was, and remains, an urgent need to rebuild 
the funding level for infrastructure to a sustainable level. The 1997 Council approval of annual 
increases to the Roads, Water, Storm and Sanitary Sewer capital budgets for maintenance, 
rehabilitation and replacement, set the course for moving to a sustainable funding level for the 
existing infrastructure. 


Maintenance Issues: 

The state of repair of a community’s infrastructure is an indicator of local health, vitality and 
sound management. The graphs on the following page depict the actual (and budgeted) versus 
sustainable level of spending for maintenance in each of the Water, Sanitary & Storm Sewers and 
Roads Programs. 


The sustainable maintenance levels identified in the graphs were established based on estimates 
from various expert sources. For water and sewer ranges, the generally accepted industry 
recommendation is to spend approximately 2-3% of the value of an asset in order to maintain it 
adequately. A life cycle assessment was also completed which produced approximately the same 
results. With respect to roads, Ministry of Transportation guidelines were used as one source, a 
life cycle assessment was completed, as well as an estimate from the Region’s pavement 
management system. Each of these estimates produced approximately the same level of 
expenditure requirement. 
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Spending on Existing Infrastructure 


General Levy Programs: 


Roads 


Storm Sewer 


25 
Ve 
* 


“Sustainable Maintenance Level 


$ Millions 


Maintenance Budget 


$ Millions 


"93 '94 '9S '96 '97 '98 '99 '00 ‘01 ‘02 '03 ‘04 '0S ‘06 '07 
"93 '94 '95 '96 '97 '98 '99 '00 'O1 '02 '03 ‘04 '0S '06 '07 Yew 


Year 


Utility Programs: 


Sanitary Sewer 


Sustainable Maintenance Range 


Maintenance Budge: 


Waterworks 


50 Sustainable Maintenance Range 
: : * Maintenance Budget 


"93 '94 '9S 'S6 '97 '98 '99 ‘OO ‘OL '02 '03 ‘04 ‘0S ‘06 '07 


$ Millions 


2 
5 
= 
“ 
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Year Yew 


* 1998 level, adjusted for carryforwards. 


Implications of Maintenance Deferrals: 


Postponement of maintenance for infrastructure serves to aggravate existing problems. The 
repair and replacement of infrastructure is 5-6 times more costly than if an investment is made in 
annual maintenance, rehabilitation, and replacement. Recognizing the need to address this issue, 
Regional Council approved annual contributions to increase the funding of existing infrastructure 
to sustainable levels, commencing in 1997 and 1998. These increases, over a 20-year period, 
serve as an investment in the future for Hamilton-Wentworth. 
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Variance Analysis: Infrastructure Program 


1997 Budget vs. Actual Spending 


Infrastructure 1997 Expended Committed Total Variance % 
Program Budget In 1997 In 1997 Committed Committed 
& & 


Expended Expended 
Pp ie 


Waterworks $ 19.8 $13.6 $6.2 68.7% 


Sanitary Sewers 10.3 9.7 20.0 101] 66.4% | 


58[ 34, 742% 
Roads 11.6 2.8 Dall 73.8% 
Total $ 82.6 $ 37.4 $ 20.4 $57.8 | $24.8 70.0% 


In 1997, 70% of budgeted capital expenditures were spent or committed for infrastructure related 
work in the Water, Sanitary Sewer, Storm Sewer and Roads Programs. The specific 
accomplishments by Program are shown in the above table. The variance between the budget 
and actual spending (including committed) in 1997 is comprised of: 


S$ 1.9m Contract Savings for Completed Projects 
229m Delayed Projects 
$24.8 m Total Variance between Budget and Actual Spending 


Delays in projects are at times inevitable, and are often a result of uncontrollable factors. In 1997 
the project delays of $22.9 million are attributable to the following factors: 


e pending environmental assessment approvals; 


e efforts directed to completing COIW approved projects (a second COIW 
program was added with a March 31, 1998 deadline for completion); 


e introduction of the City’s Restore the Core Program; 
e coordination of works with other departments and other municipalities; and 


e deletion of all Local Improvement projects as they were all “petitioned 
against”. 


Unspent funds in a given year are carried forward to the next year’s budget for spending, so that 
programs are not negatively impacted by delays, such as those noted above. 
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The Plan for Existing Infrastructure 


The proposed levels of spending for the infrastructure program are detailed in Appendix D-1: 
Summary of Gross Expenditures By Program. 


The following table identifies the annual increases in financing costs, planned over specified 
terms, in order to achieve sustainable levels of maintenance in the Water, Roads, Sanitary and 
Storm Sewer Programs (the graphs on Page 6 of this report reflect these budgeted increases). 


$ 
Impact Per 
(000’s) Household 


Estimated 
Sustainable 
Level 

Of Expenditures 


20 years 
19 year 


Program 


(2) Storm 


(2) Roads 


(1) commenced in 1997 
(2) commence in 1998 


$ 1.00 


Recommended Strategy for Existing Infrastructure 


It is recommended that the Region maintain its plan to build the level of funding for maintenance 
projects. The proposed annual increases to the Roads, Water, Sanitary and Storm budgets reflect 
the long-term plan to reach a sustainable level of funding for the infrastructure. Council’s 
decision to commit to a long-term financial plan to protect the Region’s infrastructure was an 
important turning point for the future health of the region. Commitment to this plan is as vital as 
ever. 


As in 1997, there may be factors in the future which impede the Region’s ability to achieve 
planned expenditures in accordance with capital budget. Nevertheless, it is recommended that 
the Region adhere to the planned increases for the existing infrastructure, so that the objective of 
reaching sustainable maintenance levels can be reached. 


Alternatives: 

If reductions to the maintenance portion of the Capital Budget cannot be avoided, it is 
recommended that reference be made to the ranking of all capital budget projects, prepared by 
the Development Coordinating Committee (DCC) as part of its Capital Budget Review Process. 
The DCC is a staff committee comprised of senior departmental administrators from the 
Environment Department, Transportation Department Legal Services, Health, Economic 
Development, and Financial Services. Projects were ranked by the DCC on a corporate, rather 
than departmental basis. The ranking model took into account factors such as Ministry 
obligation, contract, hazard, urgency, outside funding, economic attractiveness and Vision 2020. 
The project rankings are listed in Appendix C of this report (page 30). 
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CAPITAL EXPANSION PROJECTS 


The proposed capital expansion projects and the corresponding financing costs are listed in the 
tables on pages 11-14; the tables are divided into two sections, being “approved” and “new” 
projects. Financing costs included on Table Two show the year to year increases required from 
the tax levy, if the proposed projects are approved. 


Approved Projects: 


The “approved projects” listed in Tables One and Two have been previously approved by 
Council for which the Region is obligated to pay the associated financing costs. No decisions are 
required in respect of the “approved” projects. These projects are identified in this report to 
illustrate the cumulative impact of the net financing costs for the capital expansion projects. 


New Projects: 
Gross expenditures and related financing costs for “new” capital expansion projects are 


highlighted in Tables One and Two, attached. These projects represent substantial capital 
outlays — if approved, the Region is committed to the related capital financing costs. It should be 
noted that the elimination of any of the “new” projects will not impact the 1998 Current Budget. 
However, these projects must be scrutinized for elimination or deferral if savings in future net 
financing costs are to be achieved. 


Appendix A provides a synopsis of each of the capital expansion projects including timeframes 
for completion, total project costs, and implications of not proceeding with these projects. 


Implications of Capital Expansion: 


The magnitude of the costs for the proposed capital expansion projects is readily evident in the 
tables on pages 11-14. Currently, there are insufficient internal capital reserves to finance the 
proposed expansion projects. If approved, these projects will require external debenture 
financing and burden regional property taxes and user fees due to increased debt charges. The 
deferral or elimination of some the expansion projects in order to control the level of external 
debt may be a consideration. 


The critical questions to be answered at this point in time are as follows: 


e Which capital expansion projects should be approved for 1998? 
e Should any of the capital expansion projects be delayed? 
e Should any of the capital expansion projects be eliminated? 


In reviewing these costs, the focus should be on the projects which commence in 1998. Future 
savings can be achieved through the deferral or elimination of specific projects, but the decision 
to do so, must be made now. If the projects commencing in 1998 are approved, the related 
financing costs will commence in 1999. 
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Capital Expansion Projects...continued 


Immediate decisions regarding commencement must be made for the following capital expansion 
projects, which are scheduled to commence in 1998: 


Freeway — North-South section; 

Macassa Lodge final phase; 

Remediation of various landfill sites; 
Corporate financial information system; 
Human Resource Information System; and 
Downtown Initiatives. 


Coes ee oh 


Given the serious implications for not proceeding with the capital expansion projects, it is 
recommended that the projects scheduled to commence in 1998 (listed above) be approved. 


Additional Projects: 
Projects not included in the capital budget but which warrant special attention are the Dundas 


Sewage Treatment Plant and Binbrook Servicing. These development issues are summarized in 
Appendix B (page 28). 


B.1 Binbrook Servicing 
This project is subject to developer financing. There is therefore no tax levy impact. 


B.2 Dundas Treatment Plant Capacity 

The Regional share of this project is $5 million. A source of funding for the Regional share has 
not been identified at this point in time. Presently, only design funds are included in the Capital 
Budget. If construction is to commence on this project, the Regional share must be 
accommodated in the budget or an alternative source of funding identified. 
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TABLE 1 


Capital Expansion Projects - General Levy 
Gross Capital Expenditure ($ millions) 


Category Project 1999 2000 3 Year Project 
Total Total 


Approved Projects: 
Freeway The Linc (EW Section) _—| 


Macassa Lodge Ph. 1 & 2 | 
Wentworth Lodge Phase 1 


New Projects: 

Freeway __| Red Hill Creek (N/S Section) 
Macassa Lodge Final Phase 
_| Wentworth Lodge Ph. 2 & 3 
Ancaster Landfill (closed) 

| Upper Ottawa (closed) 


= 
|o 


—s 
No 


Brampton Street (closed) 
Edgewood (closed) 
==S4\ 5 
Glanbrook (open) 
| Binbrook 
Stoney Creek 
| Closed Landfills * 
Storm Sewer CSO tanks 
Financial Information System 
Corporate HRIS System 
Police | Mountain Police Station 
Roads Downtown Ham. Streetscaping 


les (ar) Se oO 2 |9 |o 
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* Review/reassessment of former landfill site 


Total Gross Capital Expenditure Pee $90.2 $54.4 $178.0 $245. 


Approved Projects: 
The capital expenditures for "approved projects" have been incurred or the projectis in progress. Thereis no 
decision to be made by Council with respect to these projects. 


New Projects: Council must decide whether or not to approve projects commencing in 1998. 
Appendix"A" to this report provides details for each project. If expenditures are approved for 1998, financing 
costs will commence in 1999 (financing costs for each project are outlined in Table 2). 
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TABLE 1 (con't) 


Capital Expansion Projects - Utility Program 


Gross Capital Expenditure ($ millions) 


Category Project 1999 2000 3 Year Project 
Total Total 


Sanitary Sewers |Pollution Control Plan 


12 


TABLE 2 


General Levy Programs - Capital Expansion Projects 


Changes in Net Financing Costs ($ millions) 


Category Project 1998 1999 2000 


Approved Projects: 

Freeway _ | The Linc (E/W Section) 
Homes | Macassa Lodge Ph. 1 & 2 
Homes Wentworth Lodge Phase 1 


New Projects: _ 

Freeway Red Hill Creek (N/S Section) 
Homes _|Macassa Lodge Final Phase 
Homes Wentworth Lodge Ph. 2 & 3 
Ancaster Landfill (closed) 

| Upper Ottawa (closed) 
Brampton Street (closed) 

_| Edgewood (closed) 
Glanbrook (open) 

Binbrook 

Stoney Creek 

{Closed Landfills * 

Storm Sewer CSO tanks 
Information System 

HRIS 

Mountain Police Station 


a 


Downtown Ham. Streetscaping 


Total Net Financing Costs 


* Review/reassessment of former landfill sites. 


Approved Projects: 
The capital expenditures for "approved projects" have already been incurred (or in the case of The Linc, 
in progress), therefore the Region is obligated to pay the associated financing costs. 


New Projects: 


The above table identifies the impact on the general levy if the proposed "new projects" are approved. If the 
new capital expansion projects are approved for 1998, the corresponding financing costs will commence in 1999. 
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TABLE 2 (con't) 


Utility Programs - Capital Expansion Projects 


Changes in Net Financing Costs ($ millions) 


Category Project 1998 1999 2000 3 Year 
Total 


14 


DEBT IMPLICATIONS 


The increased debt charges that will result from an expanded capital program impact both the 
Region’s credit rating and its Current Budget flexibility. 


Projected Debt Requirements ($millions) 
Existing Infrastructure: 
Roads $18.2 $16.0 
Capital Expansion: 
Red Hill Creek 
Waste 
Police Station 
Pollution Control 


Projected Ratio of Total Debt to Total Reserves ($millions) 


PC SCdSCSC*d99G «99 | 2000 
Debi to Equity Ratio 


IMPLICATIONS: 


Jp 


Credit Rating: An acceptable debt to reserves ratio is 1:1, which is the 1997 ratio for the 
Region. The table above indicates that the debt to reserve ratio is negatively impacted as the 
Region’s debt level rises. If this ratio increases, the Region risks having its credit rating 
lowered. 


Current Budget Impact: Additional debt reduces the flexibility in the Operating Budget, 
because more of the budget is required to service the debt. As a result, the Region’s ability to 
manage the operating budget is impaired. The benchmark for capital financing costs as a 
percentage of operating expenditures is 5%. In 1998, the estimated general levy related 
capital financing costs as a percentage of gross operating expenses for same is 5% but 
additional debt will negatively impact this ratio. 


Downloading: Compounding the debt implications of an expanded capital program is the 
potential for additional costs from downloading. Capital requirements and their related 
impacts have not been determined for Go Transit, ambulances, social housing stock and 
downloaded highways. The Region has been allocated a $9 million subsidy for the 
downloaded highways, but a needs assessment has not been finalized that would determine 
the adequacy of this subsidy vis a vis the requirements for the highways. 


OPTIONS: 
Given the implications of borrowing externally for the Region’s capital financing requirements, 
it is recommended that other structured financing options be explored in order to accommodate 


future capital requirements. 
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OFFICE OF THE REGIONAL CLERK 
MEMORANDUM 
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iO: Chairman T. Cooke 
and Members of Regional Council 


FROM: Robert C. Prowse 
Regional Clerk PHONE: (905) 546-4140 
SUBJECT: 1998 - 2007 Capital Budget DATE: 1998 April 9 


The enclosed document titled 1998 - 2007 Capital Budget Business Plan will be discussed at 
the Budget Workshop meeting of all Members of Regional Council, Friday, April 17, 1998. 


Please bring the document with you to the meeting, as additional copies will not be available. 


Thank you. 


‘ 
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Capital Budget 


Appendix As Capital Expansion Projects 


A-1. FREEWAY — RED HILL CREEK 


Status of Project: 


The East/West section of The Red Hill Creek Expressway, renamed the Lincoln M. Alexander 
Parkway (The LINC), from Hwy 403 to Dartnall Road, was opened to vehicular traffic on 
October 15, 1997. 


The Region is currently completing the planning and preliminary design work for the 
North/South section through an Impact Assessment Design Process. The Red Hill Creek 
Watershed Plan is also underway at the present time. The extension to Mud/Paramount Streets is 
scheduled to be opened by November 1999 and the North/South section is scheduled for 
completion by November 2002. 


Total Project Cost: $339.4 million 
Provincial Subsidy (182.4) 
Development Charge Revenue ( 48.2) 


Misc. Other Revenues (8.9) 
Net Regional Cost: $ 99.9 million 


Financing Plan: 
The entire costs of the freeway project will be financed over a 25 year period. The plan builds in 


Provincial subsidy, development charges revenue, and the contribution required from the tax 
levy. 


Commencing in 1998, the amount required to finance the freeway must increase by $500,000 
annually, to the year 2005. The contribution required in 1998 totals $2.3 million (of which $1 
million is required for the North/South section and the QEW interchange, and the remainder to 
finance the costs already incurred on the East/West section). 
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APPENDIX A.1 — FREEWAY ...continued 


Summary of Expenditures: 


($millions) 


Gross Spent to Dec. 1997 | Remaining Costs 

to Complete 
East/West Section 152.9 9.1 | 
North/South Section 37.0 131.9 
QEW Interchange 0.0 8.5 
$149.5 


Financing Alternatives: 

The Region has been approached by a number of outside parties who have indicated their interest 
in financing the remainder of the work for the freeway. At the present time, this option has not 
been explored. 


Appendix As Capital Expansion Projects 


A-2. HOMES FOR THE AGED 


Summary of Gross Expenditures: ($millions) 


Project 1998 1999 2000 Project 
Total 
Macassa Lodge Final Phase 5.5 12.3 3.1 
Wentworth Lodge Phases 2 & 3 0.0 0.0 
Total $5.5] $12.3 


“Ministry funding not secured - Project to commence in 2001 


Macassa Lodge expenditures relate to the final phase of the Renovations Program, being the 
demolition of C-Wing and the re-building of a three storey unit to house 114 frail, elderly 
residents. It will also include the renovation of the E-Wing to meet long-term care standards and 
house 48 residents. 


Onginally scheduled for funding with the Province on a 50:50 basis, the project will be funded 
through the Canada-Ontario Infrastructure Works Program. On February 13, 1998, the Region 
received formal grant funding approval in the amount of $11.4 million from the Provincial and 
Federal Government. The Region’s share totals $9.6 million, including the Region’s 
construction inflationary rate under this three year project. Under the Canada-Ontario 
Infrastructure Works Program, expenditures are to be equally funded by each of the three 
partners. However, the full project could not be funded by COIW, and the gross expenditures 
were capped at $17 million for the cost-sharing. 


On Feb. 3, 1998, Regional Council approved Report SOC98031 “That the Region maintain the 
existing capital budget allocation of $8.5 million as our share for the $19.9 million final phase 
of renovations at Macassa Lodge”. This was the original allocation under the 50:50 formula. 


Implications of Not Proceeding 

If the Region does not proceed with the final phase of the Macassa expansion, the subsidy 
funding in the amount of $11.4 million will be forfeited. To date, approximately $100,000 has 
been spent on schematic design work. The project tender is planned for April 1998. If the 
project cost is maintained at $17 million, costs will not be sufficient for the e-wing renovations, 
which are necessary to meet long term care requirements. In light of the health services 
restructuring, it is recommended that the balance of the debenture proceeds for Hospital Grants in 
the amount of $7.5 million, be redirected to finance the shortfalls in this project. 


The 1997 Budget included costs of $14 million relating to the demolition & reconstruction of the 
north and south wings, as well as renovations in the west wing. The Provincial subsidy was 
estimated to be 50% or $7 million. This project has now been pushed forward beyond the year 
2000 as no commitment has been received by the Province for the related subsidy. 
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Appendix A: Capital Expansion Projects 


A-3. WASTE MANAGEMENT 


Summary of Gross Expenditures: 


($millions) 


$1.2 


Studies (Cosedstes) | 00 2.3] 
Total $9.4 $4.3 $6.4 $20.1 


On October 15, 1996, Regional Council approved the Remedial Action Program for Closed 
Landfill Sites (Report ENV 96-094). In doing so, the Upper Ottawa Street, Edgewood, and 
Ancaster landfill sites were deemed to be the highest priority for completion of remedial action 
plans. The proposed remediation at the landfill sites and the implications of not proceeding with 
same, as detailed in Report ENV 96-094, are summarized in the table on the following page. 


Given the severity of the implications regarding these sites, the Ministry of Environment will 
have cause to charge the Region if remediation measures are not implemented in an effective and 
timely manner. Adherence to the Remedial Action Plan requires the bulk of the remediation at 
the landfill sites to commence as soon as possible. Accordingly, construction is scheduled in 
1998, thereby impacting the net capital financing costs in 1999. 


At the present time, some of the projects are still undergoing monitoring to identify the extent of 
the remediation required which may permit the scheduled remediation to be scaled down. For 
example, the Brampton Street landfill site may require the installation of a leachate collection 
system for one instead of two areas. With this in mind, a portion of the remediation costs has 
been pushed out to the year 2000 in order to reduce the financial impact in the short-term. 


Further analysis may permit the elimination of some of the work and the associated costs; but for 
the time being, the costs remain in the budget as a due diligence measure. 


Highest Priority: Upper Ottawa Street 


On January 20, 1998, Council approved selection of the preferred option, Alternative 5, being a 
reinforced sideslope with reinforcing structure for the North Slope Remediation and Alternative 
6, being a full length leachate collection system with barrier and treatment (ENV97U08c). This 
approval is subject to the completion of the Class EA process, which is currently in its final 
Stage. 
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WASTE MANAGEMENT...continued 


Proposed Remediation at Landfill Site Implications of Not Proceeding 
Ancaster 
Design and install a leachate collection 
system. 


Leachate will continue to flow uncontrolled 
off-site into groundwater and abutting 
properties west of the landfill, impacting 
the quality of the groundwater. 


Upper Ottawa Street 
Improve and remediate northern side of the 
closed landfill site to improve slope 
stability and control flow of leachate into 
Red Hill Creek. 


Leachate will continue to flow uncontrolled 
into the Red Hill Creek. 


Erosion will persist impacting the quality 
of the Creek. 


Remediation of the north slope is the most 
urgent priority relative to all other closed 
landfill sites. 


Potential for north slope to break away 
from landfill mass, sliding into the Creek. 


Brampton Street 
The 1996/97 Environmental monitoring 
program to determine future remedial 
actions is complete. Covering exposed 
leachate seeps is needed to prevent contact. 
If the MOE rejects the Region’s report, a 
full leachate collection system may be 
required. 


Leachate will continue to flow uncontrolled 
off-site into the Red Hill Creek, impacting 
the quality of the creek as well as 
remaining exposed for potential contact 
with people and animals. 


Edgewood 
Design and install a leachate collection 
system. 


Leachate will continue to flow uncontrolled 
off-site into the groundwater and abutting 
properties, impacting the quality of the 
groundwater as well as the general 
environment. 


Glanbrook 
Design and install a leachate collection 
system as an alternative to trucking 
leachate from the site. Leachate mounding 
is above the acceptable level and is pushing 
leachate out from the site, threatening to 
impact off-site. 


Leachate will continue to flow uncontrolled 
off-site impacting the quality of life of 
neighbouring residents and their properties, 
as well as affecting the water quality in the 
Buckhorn Creek and Welland River. 
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Appendix As Capital Expansion Projects 


A-4. STORM SEWER & SANITARY SEWERS —- CSO TANKS 


Summary of Gross Expenditures: 


($millions) 


Project 
1998 1999 2000 Total 


Redhill CSO Tanks/Tunnel | 6.9) 10.8 


0.4 3 
Sterling CSOTank| __-[ =| 1.5, 10.4 


Ewen Road CSO Tank* ae 8.2 
Royal Ave CSO Tank* ; Te” exona ical 12.0 

Gage Ave CSO Tank*| | . - 87.5 
MeNBinive GSO Palen wale | 10.0 
Wentworth CSO Tank** | - | - : 28.0 


Wellington CSOTank**[~-[ S| 343 
Greenhill CSOTank** | -[ =| 20.0 


TOTAL $3.5 $8.4 $221.2 


* To be constructed between 2001-2007 
**To be constructed between 2008-2014 


The Pollution Control Plan (PCP) adopted by Council in 1992 is currently being implemented by 
the Region. The plan entails the construction of a number of underground storage tanks to 
reduce the volume and frequency of combined sewer overflows. 


Redhill CSO Tanks/Tunnels 

The 1998-2000 Capital Budget submission includes projected expenditures for Redhill CSO 
tanks or tunnel. Conceptual engineering has begun on storage facilities to reduce the frequency 
and volume of existing CSO’s along Redhill Creek at Melvin Avenue, Queenston Road and 
Lawrence Road with both separate off-line storage tanks or an in-line storage tunnel being 
considered. The work is currently being planned in coordination with the F reeway Project. 


Financing of the Project: 

The CSO Tanks are funded mainly through the Sanitary Sewers Program (90%) and the 
remaining amount (10%) from the Storm Sewer Levy. The split is based on the annual 
distribution of flows in the sewer collection system as contained in the Pollution Control Plan 
document approved by Regional Council in 1992. 


Implications of Not Proceeding 

Deferral of this project will result in continued discharge of combined sewage to Redhill Creek at 
4 locations on an average of 20-30 times per year per outfall. As well, the opportunity to 
coordinate this project with the freeway works, could be lost (resulting in additional costs for 
clearing, relocating utilities, additional investigations and removal of excavated material). 
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Appendix As Capital Expansion Projects 


A-5. CORPORATE FINANCIAL INFORMATION SYSTEM 


Summary of Gross Expenditures: 
($millions) 


eae en 90 
Financial Information Systems | __23 | 24] - | 
Less: City of Hamilton Share (2) (1-2) es FE 
Region’s Share Led Ts a 


In 1997, City and Regional Councils authorized that staff commence a process of evaluating 
alternatives for replacing the existing financial and human resource systems for the City and the 
Region. A Project Team consisting of Regional Finance, City Treasury, Human Resources and 
Information Systems staff was formed to proceed with this project. 


Project Total 


(2.4) 


Capital costs for the financial system total $4.7 million with $2.3 million being the Region’s 
share. These costs include licensing fees, implementation costs including staffing, consulting 
and hardware requirements 


Current Operating Costs: 


Currently the City and the Region spend approximately $2 million annually to run their 
Corporate Financial Systems. Findings in the Shared Services review indicated the potential for 
annual operating savings of approximately $500,000. A 5 year payback period was projected. 


Current Status of Project: 


Phase 1 of the Project has now been completed (vendor solicitation) and the Project Team has 
proceeded to Phase 11 (evaluation of vendor demonstrations). There are three systems currently 
being reviewed. 


Implications of Not Proceeding: 


The current software that is shared by the City and the Region is not compliant with the Year 
2000 and therefore must either be upgraded or replaced before January 1, 2000. Most software 
that is non-compliant with the Year 2000 was developed in the 60’s or 70’s and hence represents 
very old technology. A decision was therefore made to review options of replacing the system 
rather than upgrading the present system. 


Preference is being given to adopting a client server technology that will also provide necessary 
management support systems (decision tools) rather than strictly a financial reporting system as 
currently exists. It is crucial that this project proceed on schedule due to timing restrictions to 
select, install and test the system, required by December 31, 1999. 
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Appendix As Capital Expansion Projects 


A-6. HUMAN RESOURCE SYSTEM 


The Human Resources Department issued a request for a new Human Resources System in 1994. 
The preferred vendor they selected has now withdrawn from actively market its product and 
therefore an integrated Financial and Human Resource System is now being considered. 


Should an integrated system meet both the financial and human resources needs, and if costs are 
favourable, then the integrated solution will be recommended. However, if a standalone system 
better meets their needs and is easily interfaced with the Corporate Financial System, then this 
will be considered. 


Regional Council previously approved this project in the amount of $1 million with 50% cost 
shared with the City. There is a $900,000 provision for the HRIS system contained in the Budget 
with the Region’s share being $450,000. 


Evaluation of an HRIS system is being completed in conjunction with the process for the 
Corporate Financial Information System. 
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Appendix As Capital Expansion Projects 


A-7. MOUNTAIN POLICE STATION 


Summary of Gross Expenditures: 
($millions) 


a Se ok 1008 1999 2000 Project Total | 
[Mountain Station [OCS SCidSSC“‘iOSSdSCSsST 


Requirement for a New Building: 


Accessibility issues and structural deficiencies in the existing location are the basis for the 
proposed construction of a new police station on the South Mountain. More specifically, it has 
been determined that the current building located on Wellington Street is too close to the 
escarpment to provide effective accessibility for citizens living on the south mountain. 
Accessibility issues are further compounded by structural deficiencies in the current building 
which was built in the 1950’s. Heating, cooling and general ventilation systems, as well as space 
requirements, are considered inadequate. 


Although this project was considered in 1992, it was delayed as a result of funding constraints. 


Current Status of Project: 


In the spring of 1997, a consultant was retained by the Police Services Board to examine the 
feasibility of renovating the HSR facility on Highway 6 to accommodate the Police facility. For 
a number of reasons, this renovation was not recommended. 


Currently, a Committee Task Force consisting of members from Police Services, City of 
Hamilton Realty, Culture and Recreation, and the Hamilton Library have been discussing the 
possibility of partnership in a shared facility. The sharing of a building would result in 
substantial building cost savings and operational savings. The City of Hamilton will be 
assessing their building requirements as part of their capital budget process. No final decision 
has been made regarding this option. 


Appendix As Capital pansion Projects 


A-8. Downtown Initiatives — City of Hamilton 


The attached schedule details the 1997 expenditures made in the Waterworks, Storm and 
Sanitary Sewer and Roads programs, for the downtown area. In 1997, the Region funded the 
replacement of traffic poles in the Downtown Restore the Core Phase I area and undertook 
watermain and sewer projects on sections of King Street, Hughson Street, and King Street. 
Various streets were resurfaced and crosswalks replaced. A concept for unique street name 
signing for the Downtown was developed, incorporating special street name blades and colours. 
These initiatives resulted in expenditures of $2.2 million in 1997. 


Also listed on the attached schedule, are the projects planned for 1998 through 2000 in each of 
the Waterworks, Storm and Sanitary Sewers and Roads programs. Watermain and sewer 
replacement, repair or rehabilitation is planned under the City of Hamilton’s Restore the Core 
Phase II construction projects. Traffic pole and street sign replacement is planned as well as the 
resurfacing or reconstruction of various road links. A major expenditure will be made over the 
next 3 years, in the amount of $4.4 million, implementing the approved recommendations of the 
Downtown Transportation Study. 


The expenditures noted above (and detailed on the following page) fall within the Region’s 
domain, being road and sewer works that are an integral part of the capital budget program. In 
addition to these projects, it is proposed that a further expenditure be made in respect of the 
downtown core, which does not lie within the scope of the traditional capital budget for the 
Region — this proposal is set out below. 


Further Initiatives: 


Early in 1998, Regional Council approved the concept of a Downtown Partnership Board. 
comprised of representatives from the private sector as well as the Mayor and Regional 
Chairman. The mandate of the Board would be to coordinate, initiate and advise on programs 
and plans to revitalize the downtown core of the City of Hamilton. 


In support of the objectives of the Downtown Partnership Board, it is recommended that the 
1998 Capital Budget include a $2 million contribution, to be held in a special fund, for plans 
developed and approved by City Council, in conjunction with the Downtown Restore the Core 
Program. The use of these funds would be contingent on consultation with the Downtown 
Partnership Board and implementation of the plans would be the City’s responsibility. As such, 
the Region contributes to this initiative but does not undertake work outside of its jurisdiction, 
while at the same time, giving the City flexibility to manage the funds within its own programs. 


This additional proposed expenditure of $2 million has been included in the Capital Expansion 
Table on pages 11 &13 of this report, for consideration by Council. 
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Downtown Projects 
(000's) 


Sanitary Sewers 


4061826 Infrastructure Co ordination. 
Waterworks 

4051858 Infrastructure Coordination 
4051859 King - Mary To Wellington 
4051868 Walnut - King William to Main 
4051054 King William - James to Catharine 
4051055 Hughson - Main to Hunter 


Storm Sewers 


4071826 Infrastructure Coordination 

Roads_ 

3011730 Downtown Transportation Study 
3011793 Streetscaping Contribution - Phase II 
Total 


* The Downtown Transportation Study Budget of $ 510,000 reflects: 


Resurfacing of James St. 
Heritage Traffic Poles 

Unique Downtown Street Signs 
Transportation Study 


1997 Downtown Spending 


4051532 King Wm-Catharine to Well. | Water 
4051722 Hugson- King Wm to Main Water 
4051726 King-James to Bay Water 
4051768 King - James to Catharine Water 
4061701 King St - James to McNab Sanitary 
4071703 King St - James to McNab Storm 
4071736 Hugson Main to King Storm 
4071533 King Wm West to Jarvis Storm 
3011731 Replacement of Traffic Poles Roads 
Total 


LOO 


$ 261,300 
122,610 
272,240 
452,310 


115,000 
115,000 

45,350 
527,340 


300,000 


“S$ 2,211,150_ 


ai 


2001- 

1998 199 2000 2007 
$ 154 $ 105 $ 108 $3,896 
250 315 431 696 
333 : : : 
142 : : é 

; : a1 : 

7 : 16 Z 
400 344 323 -1,148 
S10) “1665 © 2295 : 
50 : : . 


$ 1,839 $2,429 $3,374 $5,740 
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100 
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Appendix 8: Projects Not in Capital Budget 


B-1. BINBROOK WATER AND SEWAGE SERVICING 


Summary of Gross Expenditures: 


Servicing Binbrook Servicing 
Payment Binbrook Concurrent with 
Independently | Glanbrook Landfill Site 
Leachate Removal 


Note: 

(1) Costs for Binbrook servicing are preliminary estimates only and should be considered accurate to within +/- 
50%. These costs enable the servicing of a population of 15,000 residents. Estimates do not include costs for 
local collection and distribution systems. 


(2) Landfill Remediation costs include cost of transmission main from Binbrook to existing sewer system. 
An additional $2.8 is included in the Capital Budget for treatment costs. 


Status of Glanbrook Landfill Remediation: 
At the present time, leachate is being trucked from the site at an annual cost of approximately 
$800,000, which cost must be included in the Operating Budget. 


On March 17, 1998, Council approved the preferred option for Binbrook Wastewater Servicing, 
consisting of a pumping station and pumping via a forcemain for treatment to the Woodward 
Avenue treatment plant. 


The proposed 1998 Capital Budget includes $4 million cost for the leachate collection system, 
being $1.2 million for the sewer and $2.8 million for treatment costs (see pages 11 & 13). 


Status of Binbrook Servicing: 


There is an opportunity for cost savings in the amount of $1.1 related to the servicing of 
Binbrook, if this servicing is done in conjunction with the proposed installation of a leachate 
collection system at the Glanbrook Landfill site. 


On March 17, 1998, Council approved service to the Binbrook Urban Settlement Area, subject to 
a financing agreement from the development community for the associated costs, in time to be 
implemented in conjunction with the landfill site leachate collection/treatment work 
(ENV98042). In accordance with this resolution, Binbrook servicing is to be developer- 
financed, therefore no impact on the tax levy. 
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Appendix 8: Projects Not in Capital Budget 


B-2. DUNDAS SEWAGE TREATMENT PLANT 


Status of Project: 

On January 20, 1998, Council approved the preferred option, alternative 2B, for the provision of 
wastewater treatment capacity to the Town of Dundas and the Town of Flamborough. This 
option will divert flow in excess of the existing plant capacity to the Woodward Avenue 
treatment plan, with the provision of equalization storage. This approval is subject to the 
successful completion of the Class Environmental Assessment Process. 


The Commissioner of Environment was directed to secure a financing agreement from the 
development community for their portion of the associated costs, prior to the commencement of 
construction on this project. 


The estimated cost for this project is $15 million, of which $5 million is the non-growth portion 
that is the Regional share. The balance of $10 million is the share which must be frontended by 
the development community. The developers would be repaid for their share of the project 
through development charge credits. 


At this time, no provision has been made in the Capital Budget for the $5 million Regional share 


of this project. It is recommended that the estimated Regional share be accommodated in the 
Environment Department Capital Budget for 1999. 
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Appendix Ce Project Rankings 


The Capital Budget projects contained in departmental submissions were ranked on a corporate 
basis by the Development Coordinating Committee, a staff committee comprised of senior 
departmental administrators from the Environment Department, Transportation Department 
Legal Services, Health, Economic Development, and Financial Services. 


Each project was assessed on the following attributes and weights: 


Attribute Weight 

e Contractual Obligations 0.4083 
e Hazard to Public Health and Safety 0.2417 
e Vision 2020 Compatibility 0.1583 
e Urgency 0.1027 
e Subsidy and External Revenue Sources 0.0610 
e Economic Attractiveness 0.0280 

1.0000 


The results of the ranking process are contained in Appendices C-1 (General Levy projects) and 
C-2 (Utility projects). The capital expansion projects are not included in this ranking. Projects 
are listed by order of priority, with the highest priority project receiving the highest rating. 
Council may wish to re-prioritize these projects. 


If future savings are required through the elimination of projects, it is recommended that the 
lowest priority projects be targeted. 
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Levy Based Projects 


APPENDIX C-1 
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1998-2000 CAPITAL BUDGET | APPENDIX D-1 | 


SUMMARY OF GROSS CAPITAL EXPENDITURE BY PROGRAM 
(000'S) 


3 Year 2001 to 10 Year 
EXPENDITURES 1998 1999 2000 Total 2007 Total 


Capital Expansion - Levy Programs 


Red Hill Creek Expressway $13,334 $59,871 $44,118 $117,323 $32,160 $149 483 
Macassa Lodge 5,502 12,300 3,100 20,902 0 20,902 
Waste Mgmt - Leachate Removal 9,314 4,190 6,461 19,965 0 19,965 
Police - Mountain Station 0 11,000 0 11,000 0 11,000 
Corporate Information Systems 2.050 2900 0 4,660 0 4,660 
Downtown Streetscaping 2,000 0 0 2,000 0 2,000 
Storm Sewer - Pollution Control 0 347 838 1,185 12,672 13,657 
Human Resources 905 0 0 905 0 905 
Wentworth Lodge 0 0 0 0 14,698 14,698 
Total $33,385 $90,038 $54,517 $177,939 $59,530 $237,469 
Maintenance - Levy Programs 
Roadways $22,448 $16,903 $13,286 $52,637 $104,601 $157,238 
Storm Sewers Zale 6,618 9,765 29,100 70,924 100,024 
H.S.R. 11,890 6,408 7,90) 25,679 42,808 68,487 
Waste Management 2ara0 2,159 897 5,786 1,551 1.337 
DARTS 459 1,092 a4 14 2,666 8,449 115415 
Police 1,165 0 0 1,165 0 1165 
PaRCIL 825 0 0 825 0 825 
Library 0 319 146 466 1,626 2,092 
Industrial Land 51 47 64 161 2,367 2,528 
Travel Forecasting 63 64 67 194 507 701 
Development Charge Studies 140 0 0 140 474 614 
Total $52,487 $33,611 $32,719 $118,817 $233,307 $352,124 
Total Levy Programs $85,872 $123,649 $87,236 $296,757 $292,837 $589,594 
Capital Expansion - Rate Programs 
Sanitary Sewers 

- Pollution Control Plan $0 $3,123 $7,538 $10,661 $114,050 $124,710 
Maintenance - Rate Programs 
Sanitary Sewers $30,660 $17,399 $14,419 $62,478 $196,181 $258,659 
Waterworks 24,801 15,631 12,691 53.120 NSS 275 188,398 
Metered Water Financial System 210 158 158 520 315 840 
Strategic Planning 236 0 0 236 0 236 
Total $55,907 $33,188 $27,267 $116,362. $331:772 $448,133 
Total Rate Programs $55,907 $36,311 $34,805 $127,022 $445,821 $572,843 


TOTAL GROSS 


CAPITAL EXPENDITURE $141,779 $159,959 $122,040 $423,779 $738,658 $1,162,437 
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1998-2000 CAPITAL BUDGET 


NET CAPITAL FINANCING COSTS 
(000'S) 


Capital Expansion - Levy Programs 
Red Hill Creek Expressway 


Storm Sewer - Pollution Control Plan 
Police - Mountain Station 

Waste Mgmt - Leachate Removal 
GHTEC 

Corporate Information Systems 
Celebrate 

Health 

PaRCIL 

Human Resources 

Downtown Streetscaping 
Macassa Lodge 

Wentworth Lodge 

Total 


Maintenance - Levy Programs 
Roads 


Storm Sewers 

HSR 

Police - Project Constable 
McMaster University 
Industrial Land 

Waste Management 

DARTS 

Cdn. Warplane Heritage Museum 
Library 

Hamilton Beach Rescue Unit 
Travel Forecasting 

Total 


Total - Levy Programs 


Capital Expansion - Rate Programs 


Sanitary Sewers - Poll. Cntri Plan 


Maintenance - Rate Programs 
Sanitary Sewers 

Waterworks 

Total 


Total - Rate Programs 


TOTAL NET CAPITAL 
FINANCING COSTS 


16 
$20,976 


$24,968 


$0 


$15,027 
10,822 
$25,849 


$25,849 


$50,818 


$10,978 
6,493 
2,156 
1,549 
937 

516 
308 

384 

133 

iN 

6 

14 
$23,091 


$27,498 


$0 


$15,799 
11,438 
$27,237 


$27,237 


$54,735 


$12,096 
6,976 
2,209 
1,519 
537 

516 
357 

420 

133 

1g 

6 

14 
$24,851 


$31,423 


$800 


$16,911 
13,146 
$30,056 


$30,856 


$62,279 


399 
$8,982 


$13,422 
7,502 
2,311 
1,214 

0 

516 
634 

507 

133 

92 

vi 

14 
$26,351 


$35,333 


$1,806 


$18,304 
14,911 
$33,215 


$35,021 


$70,354 


| APPENDIX D-2 | 

3 Year 2001- 10 Year 

Total 2007 Total 
$8,504 $35,863 $44,367 
206 7,977 8,183 
998 6,986 7,984 
3,242 18,744 21,986 
1,698 2,011 3,709 
719 1,760 2,478 
0 0 0 
207 245 452 
73 199 273 
110 164 274 
531 1,857 2,388 
2,598 4,806 7,404 
1,076 4,899 5,975 
$19,960 $85,512 $105,472 
$36,495 $143,104 $179,599 
20,971 68,929 89,900 
6,727 15,705 22,432 
4,282 2,964 7,246 
1,074 0 1,074 
1,548 3,612 5,160 
1,300 5,954 7,254 
1,311 4,950 6,261 
399 757 1,156 
125 1,528 1,654 
19 198 217 
42 98 140 
$74,293 $247,799 $322,093 
$94,253 $333,312 $427,565 
$2,606 $79,544 $82,150 
$51,014 $194,265 $245,279 
39,495 142,105 181,599 
$90,508 $336,370 $426,879 
$93,114 $415,914 $509,028 
$187,368 $749,226 $936,593 
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